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Abstract 
One of the most important roles of the government is to provide a positive 
entrepreneurial climate that allows clearly defined market conditions, thus 
attracting entrepreneurs (Vehovec, 2002). By focusing on the characteristics 
important for entrepreneurial growth, governments can develop policies and 
programs in a targeted manner to help entrepreneurs. In order to examine 
the entrepreneurial climate in the Republic of Croatia, the Entrepreneurial 
Climate Questionnaire was completed by 761 leaders from various Croatian 
companies. The three-factor structure of the entrepreneurial climate was ob-
tained. The first factor, described as the strategic postulates of the country and 
their impact on the market (clarity of the vision of development and the vitality 
of the country systems that support it, such as science, education, legislation, 
financial strategy and justice), the respondents estimated as very unfavorable 
for successful business development in Croatia. The second factor, described as 
the behavior of the country on an operational level (public administration ser-
vices), respondents rated somewhat more favorable than the first factor, though 
still far from optimal. The third factor, described as the country’s impact on 
competition, was also assessed by the respondents as unfavorable (primarily, 
they are dissatisfied with the high level of corruption, numerous public ad-
ministrations demands, unregulated grey labor market and high prices of the 
financial services). Significant differences in estimates with respect to the form 
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of ownership have been established, e.g. the state-owned companies estimated 
the entrepreneurial climate as the most favorable, private foreign companies as 
less favorable, and private domestic companies estimated it as the most unfa-
vorable. At this point, it seems that the Republic of Croatia does not stimulate, 
instead, it is a major obstacle to the serious development of entrepreneurial 
climate and competitiveness. The results show that the situation could easily 
change with clear strategic guidelines and determination to make changes.
Keywords: entrepreneurial climate, competitiveness, state strategies, public 
companies, private companies
JEl classification: l26
1. INTRODUCTION
The role and influence of the government have been changing over time, 
and one of the most important roles in the contemporary world marked by the 
globalization trend is to provide a positive entrepreneurial climate. The positive 
entrepreneurial climate provides clearly defined conditions for market function-
ing and thus attracts entrepreneurs (Vehovec, 2002). To achieve this, the gov-
ernment of a certain country should support entrepreneurial policies in line 
with market trends, because such an initiative directly enables certain industries 
or companies to obtain a competitive advantage. Such example is the so-called 
Asian Tigers, for whom the governmental assistance was crucial to achieving a 
considerable competitive advantage, and even after that intervention, the govern-
ments continued to play a very important role. Best (1990) cites the example of 
the Japanese Ministry of International Trade and Industry (MITI) and its role 
in Japan’s development after the Second World War. The creation of Japanese 
industries has been encouraged by many policies of this ministry, and the re-
structuring policy in the early stages of growth of certain industries can be seen 
as the focal point of creating Japanese competitive advantage. lerner (2009) 
cites the examples of Silicon Valley in the United States, Tel Aviv in Israel and 
Singapore, which have succeeded thanks to their governments’ stimulus.
The desire to stimulate the growth of economy and employment through 
entrepreneurship and innovation is a common theme in governmental policies 
since the 1970s. The key message of david Birch’s from the MIT in “The Job 
generation Process”, published in 1979, is that new jobs in the United States 
are being created in small independent companies, not in the big ones, as it 
70
Ig
o
r P
ur
et
a 
• 
Ta
nj
a 
P
ur
et
a:
 T
H
E
 P
E
R
C
E
P
TI
O
N
 O
F 
E
N
TR
E
P
R
E
N
E
U
R
IA
L 
C
LI
M
A
TE
 IN
 T
H
E
 R
E
P
U
B
LI
C
 O
F 
C
R
O
A
TI
A
was believed previously. Birch then recommended government policymakers to 
turn to indirect strategies, with a greater focus on the role of small businesses 
(Mazzarol, 2014). A public administration can choose between the following 
possible approaches (Penezić, 2008):
•	 A passive approach, the changes happen by themselves and create new 
conditions,
•	 An active approach, it responds to changes and succeeds in trying to 
improve side effects and outputs, and
•	 A proactive approach, the contemporary trends are noticed, and they 
cause change.
Public administrations are often slow to implement reforms that would 
enable the right tools and improve the economy (OEcd lEl, 2015). Each 
country has a different policy in place to encourage and help enterprises and 
entrepreneurs. legislation of the countries, which want to achieve the economic 
advancement, tries to do it in a variety of fields - from research and development 
to professional assistance, and involvement in the processes themselves (Short, 
2012). Entrepreneurs deal with a variety of economic activities and cover a wide 
range of business. By focusing on characteristics that are important for entre-
preneurial growth, governments can develop policies and programs to help en-
trepreneurs. These policies and programs are often dispersed through various 
governmental activities in different areas, such as agriculture, tourism, small 
and medium-sized enterprises, industrial zones establishment, communal in-
frastructure development, environmental protection, social protection enhance-
ment, etc., so they rarely succeed in encouraging entrepreneurial growth (Rubel 
and Paladino, 2000). It seems that governments forget that strategic planning 
is a choice between a variety of options, in line with available resources and a 
chosen vision of development. Since no public or local government has enough 
resources to develop on all desired projects, it means that action plans that fol-
low these widely set strategies often contain a list of measures and projects that 
cannot be implemented due to limited resources available to local governments.
The traditional approach to government influence tends to increase the total 
number of enterprises through start-ups programs and financing through in-
vestment in capital and technology transfer (Mazzarol, 2014). One of the most 
famous centers of entrepreneurial activity is Silicon Valley, which serves as a 
model for many governments in pursuit of stimulating economic growth. To-
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day, many technological parks can be found throughout the world, following the 
pattern on which their model was created. Universities and development cen-
ters are situated in close proximity, and investors are welcome to be acquainted 
with the activities being undertaken. Such “entrepreneurial ecosystems,” despite 
the significant investments of governments and entrepreneurs, often mark poor 
performance (Mazzarol, 2014).
For financing their operations, governments can no longer rely solely on 
stable tax revenues, remittances from abroad, easy credit line opportunities, or 
speculative development schemes. In order to generate additional sources of 
revenue, it is necessary to identify problems and become better in identifying 
the requirements of potential investors, which increasingly require good and 
well-formulated investment projects. Successful economies develop different 
approaches to investment planning to raise and attract capital, build capacity 
and create new jobs. Broadly, there are three ways governments and their lead-
ers can successfully retain entrepreneurs, investors, growth, and attractiveness 
(OEcd lEl, 2015):
•	 By providing targeted support to employers and entrepreneurs. A gov-
ernment can organize a number of activities directly targeted at employ-
ers in order to boost their growth, improve their impact and direct capi-
tal investments
•	 By improving the business climate or developing the country or some 
of its parts. governments intervene to improve the entrepreneurial en-
vironment. The government can improve the economic climate as well 
as the quality of the environment in which businesses, but also people, 
work.
•	 By promoting good business experiences, governments can improve the 
perception of the business climate. An economy with a high-quality 
business climate can fail to attract employers and investors if they are 
unaware that there is a good business climate, so efforts are needed to 
make this information reach the right place.
Isenberg (2010) developed a concept of “entrepreneurial ecosystems”. The 
author believes the countries are trying to achieve some unattainable ideals and 
seek for the successful examples in economies that are completely different from 
theirs. Today, most effective practices often come from the most remote parts 
of the world, where resources, legal frameworks, transparent management, and 
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democratic values are sometimes very weak. Based on lessons learned in coun-
tries such as Rwanda, chile, Iceland, Israel, and colombia, Isenberg defines 
nine principles for building a successful entrepreneurial ecosystem:
•	 To stop emulating Silicon Valley,
•	 To shape the ecosystem around local conditions,
•	 To engage the private sector from the start,
•	 To select existing companies, industries, and activities and build entre-
preneurial ecosystems on their foundations, skills, and abilities,
•	 To make significant progress as soon as possible,
•	 To start immediately with changes in organizational culture,
•	 To change the established ways of doing business,
•	 To help clusters to reach organic development rather than quick and 
artificial,
•	 To reform legal, regulatory and bureaucratic frameworks. 
The government’s role needs to be indirect and focused on their alignment 
instead of management. Each of the nine principles mentioned above is key to 
entrepreneurship - but separately insufficient for its maintenance. They are of 
key importance only if integrated into the holistic system. Achieved success will 
become a paragon to others who are in the vicinity of this kind of change.
Acemoglu and Robinson (2008) claim that institutions are the root causes 
of different economic growth and development across countries. douglass 
North (1990, p. 3, according to Acemoglu and Robinson, 2008) defines institu-
tions as “rules of the game in the society or, the restricting conditions designed 
by humans shaping the human interaction.” There are three important features 
of the institutions that can be seen in this definition:
•	 They have been designed by humans, which is contrary to other causes 
of economic growth and development outside human influence, such as 
geographic position, 
•	 They are the “rules of the game” setting the “restrictions” to human be-
havior and, 
•	 Their main influence is rewards-based.
International data corporation (USA) has reached a similar conclusion af-
ter conducting an analysis of the data from the period 2012-2016. The results 
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have shown that there is a set of factors with constant statistical significance 
impact on business efficiency throughout the study period. These factors are 
fiscal policy, institutional framework, social framework and education (Bris and 
caballero, 2017). The second part of the study, related to business productivity, 
has shown that the single factor which has a consistent impact on productiv-
ity throughout the entire period is the institutional framework. These results 
indicate that “institutional competitiveness” plays a significant role in defining 
business efficiency and productivity.
Bris and caballero (2017) confirm that the quality of the legislative and 
regulatory system is a key driver of efficiency and productivity. Increased trans-
parency of government policies and the simultaneous reduction of corruption 
induce business efficiency and productivity. The adaptability of government 
policies to changes in the economy is equally important. 
2. METHODOLOGY
In order to examine the perception of the entrepreneurial climate and its im-
pact on the efficiency of companies in the Republic of croatia, a questionnaire 
was prepared to contain 21 assertions, representing various areas important for 
the entrepreneurial climate. With respect to each assertion, the respondents 
evaluated them on a 7-tier likert scale, 1 meaning complete disagreement with 
the assertion, and 7 meaning full agreement with the assertion.
For this research, an online survey method was used, and respondents were 
invited to participate via e-mail. The sample was occasional. The data was col-
lected in June 2018. The participants first got the instruction in which the 
research goal was described, and it was emphasized to them that the survey 
was voluntary and anonymous, that there was no time limit, although the time 
needed for completing the questionnaire was approximately 20 minutes. data 
were collected from 866 persons, and the incomplete and inconsistent respons-
es were left out of further processing. The final sample of 761 persons in leader-
ship positions in croatia was obtained, of which there were 273 female and 483 
male participants.
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3. RESULTS
3.1.   The entrepreneurial climate in which the organization 
operates
The exploratory factor analysis was made on the data collected to obtain 
clear information on the specific characteristics of the entrepreneurial climate 
on the croatian market and its impact on business operations. As a factor ex-
traction method, the main component method was used. After the factor ex-
traction, based on a Scree plot (Figure 1), showing the characteristic roots of all 
factors, it was decided to retain three factors.
Figure 1. Screen plot of characteristic roots of individual factors (N = 761)
 
Table 1 shows the percentages of the explained variance of the retained factors. 
  
Table 1. Display of the percentage of explained variance in retained factors before 
and after rotation and their characteristic roots (N = 761) 
 
  
 
Varimax rotation was used to obtain a factorial clear structure, and three 
obtained factors explain 40% of the total variance, with as much as 20% explaining 
factor 1. Table 2 shows the structure of the retained factors and only significant 
factor loads are shown. 
 
Table 2. Factor structure view after factor rotation (N = 761) 
Factor
Characteristics
root
% of
variance
Cumulative
%
Characteristics
root
% of
variance
Cumulative
%
1 7.82 26.95 26.95 5.61 19.34 19.34
2 1.98 6.82 33.77 3.34 11.51 30.85
3 1.98 6.74 40.52 2.81 9.67 40.52
Initial characteristics root Characteristics root after rotation
Table 1 shows the percentages of the explained variance of the retained 
factors.
Table 1.   display of the percentage of explained variance in retained factors 
before and after rotation and their characteristic roots (N = 761)
Factor
Characteristics
root
% of
variance
Cumulative
%
Characteristics
root
% of
variance
Cumulative
%
1 7.82 26.95 26.95 5.61 19.34 19.34
2 1.98 6.82 33.77 3.34 11.51 30.85
3 1.98 6.74 40.52 2.81 9.67 40.52
Initial characteristics root Characteristics root after rotation
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Varimax rotation was used to obtain a factorial clear structure, and three ob-
tained factors explain 40% of the total variance, with as much as 20% explaining 
factor 1. Table 2 shows the structure of the retained factors and only significant 
factor loads are shown.
Table 2.  Factor structure view after factor rotation (N = 761)
Assertion 1 2 3
FACTOR 1 - Strategic determinants of the country
Scientific-research institutions focus research on entrepreneurship needs 0.75
The level of cooperation between entrepreneurship and scientific research institutions is high 0.73
The judicial system is independent of external influences 0.71
The education system is geared towards the development of a competitive economy 0.71
The judicial system is fast and efficient 0.70
The government is spending taxpayers'money in the right way 0.57
The regulations allow a fair market game 0.51
The legislation and laws stimulate foreign investment 0.54
The judicial system protects private property 0.52
The customs procedures are implemented in the right way 0.51
The company may easily dispute the procedures or regulations of the public administration 0.48
Laws and regulations allow flexible employment and dismissal of employees 0.47
It is easy to obtain a business credit line regardless of the company size 0.41
Laws allow the transition to digital business models 0.40
Croatian residents are mobile when for a job 0.33
The financial market in Croatia is stable 0.32
FACTOR 2 -Operational activity of public administration
Laws and regulations are tailored to business trends 0.83
Changes in laws and regulations are announced in time so that we can prepare for them 0.80
We have all the resources needed to track changes that come from the state administration 0.69
Public administration officials are skilled for the work they do 0.67
The entrepreneurship climate in Croatia is stimulating for the company I work in 0.43* 0.68*
FACTOR 3 - Government influence on competitiveness
Enterprises financed by public funds distort the market competitiveness 0.61
The licenses and approvals needed to work make it difficult for doing business 0.55
The level of corruption in Croatia  badly affects business 0.53
Incentives and tax deductions distort competitiveness 0.53
Meeting the demands of public administration is a huge burden 0.52
The judicial system causes business problems 0.51
The prices of financial services in Croatia make business more difficult than in other countries 0.49
Unregistered or informal companies/individuals distort the market competitiveness 0.49
* the assertion is saturated with two factors with greater saturation by factor 2
Factor
Based on the factor structure, factor 1 represents assertions that point to the 
perception of the government strategy and its impact on the market through 
the vision development clarity and the ability of vital country systems (science, 
education, legislation, financial strategy, and justice) to support this strategy. 
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Factor 2 is represented by the assertions that point to the behavior of pub-
lic administration towards business entities at an operational level, and factor 
3 is represented by the assertions describing the government’s influence on 
competitiveness. 
Based on these factors, subclasses were created as simple linear combina-
tions of results on their constituent assertions. Higher scores in factors 1 and 2 
indicate a more positive attitude towards the croatian entrepreneurial climate, 
and in factor 3, higher scores mean a more negative attitude. Table 3 shows the 
average results for the whole sample, ranked by the assertion size within each 
factor, to see how croatian companies generally evaluate each of them.
Table 3.   Overview of the average of results and their distribution on the ques-
tionnaire on the environment ranked within each factor (N = 761)
Assertion M
Doesn't 
agree
(1-2)
Neither-
Nor
(3-5)
Agrees
(6-7)
FACTOR 1 - Strategic determinants of the country
The judicial system is fast and efficient 1.64 85% 14% 1%
The judicial system is independent of external influences 1.76 80% 19% 1%
The education system is geared towards the development of a competitive economy 1.94 76% 23% 1%
The government is spending taxpayers'money in the right way 1.98 75% 23% 2%
R&D institutions focus research on entrepreneurship needs 2.23 66% 32% 2%
The legislation and laws stimulate foreign investment 2.32 64% 34% 2%
The level of cooperation between entrepreneurship and R&D institutions is high 2.33 62% 36% 2%
The company may easily dispute the procedures or regulations of the public administration 2.39 63% 35% 3%
Laws and regulations allow flexible employment and dismissal of employees 2.48 59% 36% 5%
Croatian residents are mobile when looking for a job 2.60 59% 33% 8%
The judicial system protects private property 2.76 49% 47% 4%
The customs procedures are implemented in the right way 2.77 45% 53% 2%
The regulations allow a fair market game 2.80 46% 52% 2%
It is easy to obtain a business credit line regardless of the company size 2.80 46% 51% 3%
Laws allow the transition to digital business models 3.17 38% 57% 5%
The financial market in Croatia is stable 3.30 34% 56% 10%
FACTOR 2 -Operational activity of public administration
The entrepreneurship climate in Croatia is stimulating for the company I work in 2.41 62% 35% 3%
Public administration officials are skilled for the work they do 2.69 51% 44% 4%
Laws and regulations are tailored to business trends 3.08 45% 44% 11%
We have all the resources needed to track changes that come from the state administration 3.30 36% 53% 12%
Changes in laws and regulations are announced in time so that we can prepare for them 3.54 35% 48% 17%
FACTOR 3 - Government influence on competitiveness
The level of corruption in Croatia  badly affects business 5.61 6% 30% 64%
Meeting the demands of public administration is a huge burden 5.33 5% 42% 52%
Unregistered or informal companies/individuals distort the market competitiveness 5.21 6% 45% 49%
The prices of financial services in Croatia make business more difficult than in other countries 5.04 8% 46% 46%
The judicial system causes business problems 4.94 16% 35% 49%
Enterprises financed by public funds distort the market competitiveness 4.90 6% 54% 40%
The licenses and approvals needed to work make it difficult for doing business 4.69 11% 53% 36%
Incentives and tax deductions distort competitiveness 4.18 23% 49% 29%
From Table 3 almost all respondents perceive that the strategic determinants 
of a country that have an impact on the croatian market, described by Factor 1, 
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are currently very poorly set. If we take into consideration that assertions were 
evaluated on a scale of 1-7, the average results below 2 can be viewed as an alarm 
signal. The worst rated assertions are related to the effectiveness and independence 
of the judicial system, which were given the lowest rates by more than 80% of re-
spondents, while only 1% of them gave it good rates. Equally bad rated are the 
assertions related to education (76% of respondents rated this system as a very 
poor) and science (66% of respondents rated this system as a very poor) as tools 
necessary to achieve effective economies, and the government’s policy of spending 
taxpayers’ money in the wrong way (75% of respondents believe this). Third, there 
are several assertions pertaining to the legislative framework, which was assessed as 
an obstruction to the development of a competitive economy. In the total number 
of assertions that describe this factor, the best-ranked ones are those relating to the 
stability of the financial market and the legislative framework of digital business 
models, but their average means are below 4, which is only an average rating. 
These results clearly indicate that respondents almost unanimously agree 
that the government of the Republic of croatia should urgently adopt a clear 
strategy for the development of entrepreneurial climate and, accordingly, define 
guidelines for the development of the judicial system, education system, science 
and an adequate legislative framework that would support the systematic de-
velopment of a competitive economy. At this point, it seems that croatia is not 
encouraging but is a major obstacle to serious development of an organization’s 
competitiveness. 
Assertions of Factor 2 are slightly better rated than those of Factor 1. These 
assertions describe situations in which companies and public administrations 
meet each other on an everyday, operational level. They refer to the promptness 
in obtaining the necessary information, the expertise of officials, specific regula-
tions and the like, where the general deviation in quality of individual services 
is much greater, so many meets both positive behaviors or positive individual 
good practices, which necessarily raises ratings of Factor 2. Their highest av-
erage score is below 4, which leaves enough room for possible progress. The 
results on the assertions of this factor could probably be improved systemati-
cally further just by defining a clear strategy, which is described by Factor 1, i.e. 
without some additional targeted activities, though they are also desirable.
Ratings of the assertions in Factor 3 are interpreted opposite than ones of 
the first and second factors. Higher ratings mean poorer results, so they are 
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ranked like that. This factor describes the impact of the public administration 
on competitiveness and, it can be concluded that public administration, by 
its own performance or by refraining from performance, has set a number of 
challenges that may be insurmountable to many businesses. Therefore, compa-
nies may have problems not only to run a successful business but to survive in 
general. 
On the first place is a high level of corruption, with which the public admin-
istration has obviously not yet coped in a strategic and systematic way leaving 
many companies in disrepair due to this significant problem of the economy. 
On the second place are obviously numerous public administrations demands, 
which cause problems for most enterprises in conducting business. Then there 
is a problem of still insufficiently regulated grey market and the problem of 
high prices of financial services. lastly, the poor functioning of the judicial sys-
tem and the disloyal competition of publicly financed companies are mentioned 
again. They jeopardize the business operations of the companies that need to 
find their own source of funding to achieve their goals and in addition to that, 
fight with everyday liquidity or public administration requirements. In this set 
of assertions, it seems that respondents are generally the least dissatisfied with 
tax reductions and incentives. 
All of the above is an objective set of problems that could easily begin to 
change with clear strategic guidelines and determination to make changes. It 
can be stated that companies in croatia are founded only by those who are very 
proactive, have a clear vision and enough courage to do business despite the 
limitations of the entrepreneurial climate. Environmental stimuli are, obviously, 
only theoretical, and companies are being obstructed by real problems such as 
the poor judiciary, corruption, poor science, and education strategies, etc. The 
only question is how long they will be able to fight the negative impacts of the 
environment and how much more successful they would be if, instead of con-
stantly fighting with obstacles, they could operate on the wings of opportuni-
ties, because their goals and goals of the country should be identical.
It is no surprise that many croatian small and medium-sized enterprises 
consider the market globalization as salvation, so they direct their business 
to foreign markets in a form of closer cooperation with them or distribution 
of products to them, so they see globalization not as a threat but as a great 
opportunity.
79
IN
T
E
R
D
IS
C
IP
L
IN
A
R
Y
 M
A
N
A
G
E
M
E
N
T
 R
E
S
E
A
R
C
H
 X
V
3.2.   Impact of entrepreneurial climate in terms of ownership 
structure
To respond to this problem, a multivariate analysis of variance was used, 
followed by a canonical discriminatory analysis. First, the assumptions for the 
implementation of the multivariate variance analysis (checking the univariate 
normality of the distribution, the homogeneity of covariance of the matrix 
(leven’s test), and test of covariance matrices - covariance (Box’s test) was car-
ried out. Multivariate variance analysis has shown that enterprises with differ-
ent ownership structure statistically significantly differ from the point of view 
of entrepreneurial climate perception (Wilk’s λ = 0.95; F (6.1504) = 7.16; p 
<0.01). given this result, a subsequent canonical discriminant analysis was car-
ried out in the next step. Two functions were obtained, of which the other is 
not significant (Function 1 - Wilk’s λ = 0.94; chi-square (6) = 42.42; p <0.01; 
Function 2 - Wilk’s λ = 1.00; chi-square (2) = 0.19; p> 0.05). Table 4 shows the 
matrix of the structure of the function obtained.
Table 4.   display of a matrix of the structure after conducted canonical dis-
criminant analysis (N=761)
Enterpreneurial climate Function 1
Factor 1 0.92
Factor 2 0.70
Factor 3 -0.60
The first function is significantly associated with all three factors, there is 
a positive correlation with the first two, and negative with the third, since the 
third, as it was already explained, is being interpreted opposite than the first 
two. This function represents the overall view of the entrepreneurial climate in 
croatia. greatly linked to it is the first factor, which describes the strategic de-
terminants of the country, then the second one, which refers to the country’s op-
erative activities, and finally the third, which is about the country’s influence on 
competitiveness. The higher the score, the more positive view of the entrepre-
neurial climate. In this function, the highest result was achieved by the respon-
dents employed in state-owned enterprises (M=0.50), followed by those in the 
foreign-owned enterprises (M=0.22) and, finally, leaders from domestic-owned 
enterprises (M=-0.20). This means that the companies operating the easiest on 
the croatian market are the state-owned companies, then the foreign private 
companies, which are likely to have both size and foreign expertise in their favor, 
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which helps them to cope easier with the country challenges. domestic private 
companies see operating in such a climate as very hard. 
In order to gain a more detailed insight into these differences, a compara-
tive analysis of the average results for individual assertions represented by each 
factor of the entrepreneurial climate, given the ownership structure of the com-
pany, was conducted and presented in Table 5.
Table 5.   display of group average results on the questionnaire assertions and 
their comparison to the average results of the organization with re-
spect to the ownership structure
Assertion MU MPDO MPSO MDO
FACTOR 1 - Strategic determinants of the country
The judicial system is fast and efficient 1.64 1.61 1.62 1.89
The judicial system is independent of external influences 1.76 1.65 1.82 2.20
The education system is geared towards the development of a competitive economy 1.94 1.91 1.88*** 2.31
The government is spending taxpayers'money in the right way 1.98* 1.86* 2.02* 2.67*
R&D institutions focus research on entrepreneurship needs 2.23 2.18 2.30** 2.27
The legislation and laws stimulate foreign investment .232 2.17 2.42 2.85
The level of cooperation between entrepreneurship and R&D institutions is high 2.33 2.28 2.38** 2.36
The company may easily dispute the procedures or regulations of the public administration 2.39 2.27 2.55 2.58
Laws and regulations allow flexible employment and dismissal of employees 2.48 2.33 2.57 3.02
Croatian residents are mobile when for a job 2.60 2.57 2.62 2.76
The judicial system protects private property 2.76 2.64 2.89 3.00
The customs procedures are implemented in the right way 2.77 2.64 2.90 3.04
The regulations allow a fair market game 2.80 2.62 3.01 3.07
It is easy to obtain a business credit line regardless of the company size 2.80 2.59 3.12** 2.91
Laws allow the transition to digital business models 3.17 3.11 3.18 3.60
The financial market in Croatia is stable 3.30 3.13 3.61** 3.22
FACTOR 2 -Operational activity of public administration
The entrepreneurship climate in Croatia is stimulating for the company I work in 2.41* 2.18* 2.63* 3.02*
Public administration employees are skilled for the work they do 2.69* 2.47* 2.82* 3.65*
Laws and regulations are tailored to business trends 3.08* 2.79* 3.42* 3.58*
We have all the resources needed to track changes that come from the state administration 3.30* 3.01* 3.66* 3.82*
Changes in laws and regulations are announced in time so that we can prepare for them 3.54 3.39 3.75** 3.73
FACTOR 3 - Government influence on competitiveness
The level of corruption in Croatia  badly affects business 5.61 5.63 5.60 5.38
Meeting the demands of public administration is a huge burden 5.33 5.42 5.30 4.91
Unregistered or informal companies/individuals distort the market competitiveness 5.21 5.35 5.00 5.18
The prices of financial services in Croatia make business more difficult than in other countries 5.04 5.23 4.76*** 4.87
The judicial system causes business problems 4.94 5.04 4.87 4.53
Enterprises financed by public funds distort the market competitiveness 4.90 4.99 4.83 4.44
The licenses and approvals needed to work make it difficult for doing business 4.69 4.85 4.53 4.33
Incentives and tax deductions distort competitiveness 4.18 4.27 4.05 4.02
*** the lowest rating that was not given by respondents from private domestic companies
** the highest ratings that were not given by respondents from state organisations
*items with the greatest differences between the best and worst rating
MU - arithmetic mean per each assertion for the whole sample
MPDO - arithmetic mean per assertion for private domestic organisations
MPSO - arithmetic mean per assertion for private foreign organisations
MDO - arithmetic mean per assertion for state organisations
From the results shown in Table 5, it can be seen that the highest rates 
were given by the leaders of state-owned enterprises, then by leaders of pri-
vate foreign companies and finally by leaders of private domestic companies. 
This table confirms the results of variance analysis and discriminant analysis, 
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which marked statistically significant differences between these three groups of 
companies with respect to the ownership structure. The following can also be 
read from the data:
•	 In comparison to domestic companies, the foreign private companies 
gave worse rates to the assertions related to the poor educational system, 
given that it is not directed to the development of a competitive econo-
my. These companies often find themselves dissatisfied with the croa-
tian labor market, in terms of lack of expertise and competence to carry 
out various jobs, so it would be good to make the necessary reforms as 
soon as possible so that our workforce becomes more competitive in the 
market, especially for more demanding jobs. 
•	 The foreign private companies also give the worst rates to the price of 
financial services in croatia, which makes business operations more dif-
ficult than in other countries. It would be good to make analyses, which 
would reveal in detail key elements upon to which to act to attract and 
retain as many foreign organizations as possible in croatia.
•	 It is interesting to note that the private foreign companies give the high-
est marks than all to the financial stability of the croatian market, the 
ease of obtaining business credit lines regardless of the size of the orga-
nization and the timely announcement of changes or the introduction of 
new laws and regulations. It is possible that these assessments generally 
came as a consequence of the level of general business literacy of private 
foreign companies, which may in these settings see more opportunities 
than threats, as opposed to private domestic companies. The recom-
mendation would be a continuous work on entrepreneurial literacy for 
private domestic enterprises so that they could see more opportunities 
than threats in the existing entrepreneurial climate, which would have 
a positive impact on their business operations (perhaps even on better 
management of financial performance indicators).
•	 The foreign private companies rated the cooperation between entrepre-
neurship and scientific-research institutions with the highest marks, 
which may indicate the existence of some systemic factors that enable 
them to do so, compared to domestic companies. It would be good to 
examine that as well and teach state-owned and private domestic com-
panies how to gain greater benefit for themselves in this area. 
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•	 The greatest differences between the maximum and the minimum rates 
are observed on almost all the assertions that are included in the factor 
of so-called operational public administration activities, and the Factor 
1 assertion, which assesses whether the government spends public rev-
enue on the adequate things. This means that leaders of state-owned 
enterprises give higher rates to the assertions related to the operational 
operations of public administration (employee expertise, prompt in-
forming, business environment encouragement, adjustment of legisla-
tion and regulation to the business trends) than their colleagues in pri-
vate domestic companies.
Two conclusions can be drawn here. The first is that the overall operation 
of public administration is more tailored to a state-owned company than to the 
private ones. If this is the case, it is important to make a good analysis and ad-
equate changes in accordance with them. The other is that there are numerous 
parameters of public administration that could be more favorable to smaller do-
mestic private companies, but leaders of those companies are not familiar with 
them, which requires urgent action. A similar conclusion can also be applied to 
the statement that the government does not spend public revenue on adequate 
things. Perhaps systematic information on how the selected investments could 
fit into the development strategy could increase their overall understanding and 
affection towards them. In addition, the government should listen to the market 
needs of all participants, not just some, and respond promptly and adequately 
to them. 
The croatian market seems to be the most favorable to the state-owned en-
terprises, while systematically ignoring the problems of domestic private com-
panies, which is why they suffer significantly. In other words, the healthiest and 
most vital part is encouraged the least, which is mostly determined to succeed, 
and it does succeed, in spite of all these obstacles. It raises the question of how 
long they will manage to do so and at what costs. The next question is how 
many entrepreneurs with excellent ideas have given up or failed, and how many 
potential entrepreneurs do not dare to start because of the obviously unfavor-
able entrepreneurial climate.
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4. CONCLUSION
Numerous theoretical research and contemporary business practice point to 
the great importance of stimulating an entrepreneurial climate for the develop-
ment of the country’s competitiveness and the important role of the government 
to enable this through its strategic engagement. The aim of this research was to 
find out how the leaders of croatian companies perceive the entrepreneurial cli-
mate in croatia and does their perception differ due to the ownership structure 
of the companies they work in. 
The factorial analysis of the obtained data showed the existence of three 
factors that describe the entrepreneurial climate in croatia. The first relates to 
the perception of the country strategy and its impact on the market through 
the development vision clarity and the ability of vital country systems (science, 
education, legislation, financial strategy, and justice) to support that strategy. 
The second factor relates to the perception of public administration behavior 
towards business entities on an operational, daily level, and the third to the 
perception of country influence on competitiveness. 
The results of the tests indicate that all respondents are very dissatisfied with 
all factors, and mostly with the first, where average results below 2 (on a scale 
of 1-7) can be seen as an alarm signal. The worst rated assertions are related to 
the effectiveness and independence of the judicial system, rated with the lowest 
grades by more than 80% of respondents, while only 1% of them rated them as 
well. Equally bad rated got the assertions related to education (76% of respon-
dents rated this system as a very poor) and science (66% of respondents rated 
this system as a very poor) as tools necessary to achieve effective economies, and 
the government’s policy of spending taxpayers’ money in the wrong way (75% 
of respondents believe this).
Evaluations on the second factor are somewhat higher than those on the 
first - their highest average value is below 4, which is a result that still leaves 
enough room for improvement. Ratings on the third factor are also very bad. 
On the first place is a high level of corruption, with which the public adminis-
tration has obviously not yet coped in a strategic and systematic way, leaving 
many companies in disrepair due to this significant problem for the economy. 
On the second place are obviously numerous public administrations demands, 
which cause problems for most enterprises in conducting business. Then there 
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is a problem of still insufficiently regulated grey market and the problem of high 
prices of financial services. 
In order to answer the question of whether companies value entrepreneurial 
climate in croatia different in terms of their ownership structure, a canoni-
cal discriminant analysis has been conducted. One significant discriminatory 
function has been obtained, which can be described as a general perception of 
the entrepreneurial climate in croatia, and greatly linked to it is the first factor, 
which describes the strategic determinants of the government, and then the sec-
ond, which refers to the government’s operative activities, and finally the third 
talking about the government’s influence on competitiveness. The higher the 
score, the more positive view of the entrepreneurial climate. In this function, the 
highest result was achieved by the respondents employed in state-owned enter-
prises (M=0.50), followed by those in the foreign-owned enterprises (M=0.22) 
and, finally, leaders from domestic-owned enterprises (M=-0.20). This means 
that the companies operating the easiest on the croatian market are the state-
owned companies, then the foreign private companies, which are likely to have 
both size and foreign expertise in their favor, which helps them in some ways to 
easier deal with the state challenges. domestic private companies express most 
problems regarding operating in croatia.
The croatian market seems to be the most favorable to the state-owned en-
terprises, while systematically ignoring the problems of domestic private com-
panies, which is why they suffer significantly. In other words, the healthiest and 
most vital part is encouraged the least, which is mostly determined to succeed, 
and it does succeed, in spite of all these obstacles. All of the above is an objec-
tive set of problems that could easily begin to change with clear government’s 
strategic guidelines and their determination to make changes.
5. REFERENCES
Acemoglu, d. & Robinson, J. (2008). The Role of Institutions in growth and development. 
World Bank. Available at: http://siteresources.worldbank.org/EXTPREMNET/
Resources/489960-1338997241035/growth_commission_Working_Paper_10_
Role_Institutions_growth_development.pdf. [access: October 18th 2018].
Best, M. H. (1990). The New competition. cambridge: Polity Press.
Birch, d. l. (1979). Program on Neighbourhood and Regional change: The Job generation 
Process. Massachusetts: Massachusetts Institute of Technology. 
Bris, A. & caballero, J. (2017) World competitiveness center. lausanne: IMd.
85
IN
T
E
R
D
IS
C
IP
L
IN
A
R
Y
 M
A
N
A
G
E
M
E
N
T
 R
E
S
E
A
R
C
H
 X
V
Isenberg, d. J. (2010). How to Start an Entrepreneurial Revolution. Harvard Business Re-
view. Vol. 2010 (6).
lerner, J. (2009). Boulevard of Broken dreams: Why Public Efforts to Boost Entrepreneur-
ship and Venture capital Have Failed and What to do about It. Princeton University 
Press
Mazzarol, T. (2014). 6 Ways governments can Encourage Entrepreneurship. World 
Economic Forum, Forum: Agenda. Available at: https://www.weforum.org/
agenda/2014/12/6-ways-governments-can-encourage-entrepreneurship/. [access: 
September 16th, 2018].
OEcd. (2015). local Economic leadership. Available at: https://www.oecd.org/cfe/leed/
OEcd-lEEd-local-Economic-leadership.pdf. [access: October 18th, 2018].
Penezić, N. (2008). Preduzetništvo - savremeni pristup. Novi Sad: Akademska knjiga, p. 
369-370.
Rubel, T. & Palladino, S. (2000). Nurturing Entrepreneurial growth in State Economies. 
The National governors’ Association. 444 North capitol Street, Washington, d.c. 
20001-1512. Available at: https://www.nga.org/files/live/sites/NgA/files/pdf/EN-
TREPRENEUR.PdF. [access: October 18th, 2018].
Short, c. (2012). How State Agencies Are Helping Entrepreneurs. America’s Journal of 
Technology commercialization. August/September 2012. Volume 10 (4). Available at: 
http://www.innovation-america.org/how-state-agencies-are-helping-entrepreneurs. 
[access: October 18th, 2018].
Vehovec, M. (2002). Poduzetništvo, institucije i sociokulturni kapital. zagreb: Institut Ivo 
Pilar, p. 29-30.
